CURRENCY  AND  FREE  BANKING. 


EXTRACTS  FROM  THE 

SPEECH 

OF 

HON.  ALEXANDER  MITCHELL, 

O  IF1  XV  ISCONSIN- , 

IN  THE 

HOUSE  OF  REPRESENTATIVES,  MARCH  27,  1874. 


The  House  having  under  consideration  the  hill  (H.  R.  No.  1572)  to  amend  the 
several  acts  providing  a  national  currency  and  to  establish  free  banking,  and  for 
other  purposes — 

Mr.  MITCHELL  said— 

The  difficulty  with  which  the  subject  of  the  finances  and  the  cur¬ 
rency  is  surrounded  is  only  equalled  by  its  importance. 

It  is  true  that  of  late  extraordinary  progress  has  been  made  in  the 
study  of  political  economy  and  in  the  elucidation  of  the  principles 
underlying  the  production  and  distribution  of  a  nation’s  wealth.  Yet 
it  is  equally  true  that  so  subtle,  and  oftentimes  remote,  are  the  dif¬ 
ferent  influences  to  be  considered,  arising  not  only  from  the  laws  of 
trade  but  also  from  the  still  more  uncertain  movements  of  men,  as 
they  may  be  dictated  by  reason,  interest  or  feeling,  that  there  is 
probably  no  science  where  there  are  so  many  differences  of  opinion, 
and  consequently  so  many  erroneous  opinions,  as  in  the  science  of 
political  economy.  Especially  is  this  the  case  with  that  branch  of  it 
which  refers  to  the  currency,  and  which,  on  account  of  the  events  of 
the  last  few  months,  it  is  expected  by  the  people  that  this  Congress 
will  most  carefully  consider. 

The  opinion  which  is  more  or  less  prevalent  in  the  minds  of  the 
people,  that  it  is  in  the  power  of  Congress  to  so  regulate  the  circulat¬ 
ing  medium  of  the  country  as  forever  in  the  future  to  prevent  a 
commercial  crisis  similar  to  that  through  which  we  have  passed,  may 
well  be  set  down  as  a  popular  delusion.  It  matters  not  with  what 
wisdom  and  care  the  laws  regulating  the  currency  are  framed,  and 
the  innumerable  contingencies  which  may  arise,  be  foreseen  and  pro- 
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vided  for,  we  can  never  by  any  enactments  of  ours  so  overrule  tlie 
irrevocable,  inevitable  laws  of  political  economy  as  to  enable  those 
who  live  beyond  their  incomes  11  to  make  both  ends  meet,”  or  to  insure 
profitable  returns  to  those  who  invest  their  means  in  undertakings 
which  can  never  pay  interest.  Such  financial  disasters  have  occurred 
in  all  commercial  nations,  and  under  very  different  circumstances, 
and  they  probably  will  continue  to  occur  while  human  nature 
remains  as  it  is.  It  is  also  likely  that  the  more  commercial  a  nation 
is,  the  more  sharp  and  general  will  these  revulsions  be. 

THE  CAUSE  OF  PANICS. 

The  producer  of  raw  material  sells  it  to  the  manufacturer,  the 
manufacturer  to  the  wholesale  dealer,  who  in  turn  sells  it  to  the 
retail  dealer,  and  he  to  the  farmer.  There  are  hundreds  and  thou¬ 
sands  of  such  chains  in  the  business  transactions  of  this  country, 
and  each  link  of  the  chain  dex>ends  on  the  others.  The  inability  of 
any  one  of  the  links  in  the  chain  to  meet  its  liability  creates  distrust, 
and  when  distrust  becomes  general  a  panic  ensues.  Every  man 
wants  to  get  what  is  due  him,  being  afraid  that  his  debtors  may  fail ; 
the  deposits  in  the  banks,  being  payable  on  demand,  are  most  attain¬ 
able,  and  a  rush  is  made  for  them,  to  the  great  injury  of  the  mercan¬ 
tile  and  manufacturing  interests,  which  have  received  assistance  from 
the  banks.  Such  panics  have  occurred  from  the  failure  of  crops, 
whereby  the  farmer  has  been  prevented  from  paying  the  retail  mer¬ 
chant,  who  in  turn  could  not  pay  the  jobber,  and  so  on. 

Again,  overproduction,  or  the  falling  off  in  demand,  has  rendered 
the  manufacturer  unable  to  dispose  of  his  products,  and  thereby  he 
has  not  only  failed  to  pay  what  he  owed  to  the  producer  of  raw  ma¬ 
terial,  but  has  been  under  the  necessity  of  reducing  the  number  of  his 
workmen,  causing  ruin  and  destitution  to  thousands.  After  a  number 
of  prosperous  years  the  surplus  of  capital  seeking  investment  becomes 
larger,  and  in  consequence  it  is  with  more  difficulty  that  it  can  be 
invested  so  as  to  bring  in  the  large  returns  which  it  produced  when 
there  was  less  capital  seeking  investment.  People  then  go’out  of  the 
ordinary  channels  and  seek  for  increased  profits  from  all  kinds  of 
speculative  and  doubtful  schemes.  Much  capital  is  thereby  soon  lost 
or  sunk  in  enterprises  which  are  not  only  non-productive,  but  from 
which  it  is  impossible  to  get  back  the  principal  which  has  been  put 
in ;  much  movable,  active  capital  becomes  fixed  and  immovable,  and 
of  no  use  whatever  in  carrying  on  the  business  of  the  country. 

We  can  each  judge  for  himself  which,  if  any,  of  these  causes  pro¬ 
duced  the  collapse  of  last  fall.  Some  have  attributed  it  to  the  sink¬ 
ing  of  capital  in  building  unproductive  railroads  through  unsettled 
portions  of  the  country  ;  others  see  the  cause  in  the  large  amount  of 
funds  lying  idle  during  summer  in  our  commercial  centres,  which  idle 
money  sought  investment  in  speculations  from  which  it  could  not  be 
withdrawn  without  producing  a  crash.  However  different  our  views 
may  be  as  to  the  cause  of  the  recent  revulsion,  we  cannot  but  be 
unanimous  that  it  is  our  duty  to  do  all  that  is  legitimately  in  our 
power  to  place  the  finances  of  the  nation  in  such  a  shape  as  to  dis¬ 
courage  the  return  of  such  disasters,  and  in  case  of  their  occurrence 
to  render  their  duration  as  short  as  possible. 

WHAT  DID  NOT  CAUSE  THE  CRISIS. 

As  having  an  important  bearing  on  the  action  to  be  taken  by  Con¬ 
gress,  I  cannot  refrain  from  giving  it  as  my  opinion  that  our  recent 


financial  troubles  were  ’not  caused  Iry  ail ‘  'insufficsehey  of  currency. 
After  tlie  paniq  was  fairly  uhder^wayj  an people 'wef^  withdrawing 
currency  and  hoarding  it,  then  the"  panic” Was  fib  uoiibt  aggravated 
hy  the  scarcity  of  currency  brought  about  by  such  action,  and  the 
desideratum  of  the  hour  was  some  means  hy  which  the  gap  made  hy 
the  hoarded  currency  could  he  filled,  some  resource  whence  what  had 
been  withdrawn  from  circulation  could  he  made  good. 

Had  our  currency  been  on  a  specie  basis,  and  on  a  par  with  that  of 
the  specie-paying  countries  of  Europe,  we  could  soon  have  drawn 
from  the  clearing-house  of  the  world  enough  to  supply  the  vacuum 
caused  hy  those  who  had  withdrawn  money  for  the  purpose  of  hoard¬ 
ing  it.  But  the  gold  which  did  actually  come  to  us,  notwithstanding 
the  fact  that  our  currency  was  not  on  a  specie  basis,  was  of  no  use ; 
it  could  not  pass  into  circulation.  It  may  be  cpiestioned  if  its  impor¬ 
tation  was  not,  as  matters  stood,  an  actual  damage  to  us  by  causing 
a  flurry  in  the  London  money  market  and  leading  the  Bank  of  Eng¬ 
land  to  raise  its  rate  of  interest,  and  thereby  reacting  unfavorably 
on  the  money  market  here,  and  on  the  values  of  our  exportable 
commodities. 


WE  HAVE  TOO  MUCH  CURRENCY. 

But  the  very  fact  that  our  currency  is  not  at  par  with  gold,  shows 
that  it  is  not  only  not  too  small  in  volume,  but  that  it  is  actually  ex¬ 
cessive.  Our  dollar  notes  are  promises  to  pay  a  dollar.  Our  laws 
define  a  dollar  to  be  a  coin  of  a  certain  weight  and  fineness.  Our 
paper  promises,  if  not  excessive  and  depreciated,  should  be  good  for 
the  coin  whose  name  they  bear.  But  that  it  may  be  still  more  ap¬ 
parent  that  a  lack  of  currency  was  not  the  cause  of  our  recent  finan¬ 
cial  troubles,  let  us  compare  the  amount  of  our  present  circulation 
with  that,  of  our  own  country  before  the  war  and  with  what  it  is  in 
England  at  the  present  time. 

The  following  table  will  show  at  a  glance  the  population,  wealth 
and  circulation  in  the  United  States  in  1850,  1860  and  1870,  and  will 
completely  set  at  rest  any  doubt  as  to  whether  our  currency  is  ex¬ 
cessive  in  quantity  or  not : — 


Year. 

Population. 

Assessed  wealth. 

Circulation. 

Per  head. 

1850,  . 

1860,  . 

1870,  . 

23,764,706 

31,127,000 

38,115,641 

$7,135,780,228 

12,084,560,000 

14,178,986,732 

5  $150,000,000  notes. 

{  100,000,000  coin. 

1  200,000,000  notes. 

(  150,000,000  coin. 

700,000,000  notes. 

£  $10  50 
|  11 30 
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From  the  circulation  of  1870,  exclusively  irredeemable  paper,  I 
make  no  deduction  for  so-called  bank  reserves,  because  those  reserves, 
held  against  deposits,  form  a  necessary  part  of  the  circulation  of  the 
nation,  and  are  doing,  in  the  coffers  of  the  banks,  duty  as  such, 
equally  with  currency  in  the  pocket  of  the  citizen. 

From  this  it  appears  that  our  circulation  has  been  increased  out  of 
all  due  proportion  to  both  our  population  and  wealth. 

By  extending  our  research  still  further  we  would  find  that  the  note 
circulation  of  England  to-day  is  actually  less  than  it  was  in  1819,  by 
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$50,000,000,  and  Japiounts  ;t'e  only  $6;50  'j3cr  Tierid  of  the  population  ; 
the  total  increase  oft  circulation  being  an  increase  ©f  Specie. 

If  $11.30  per  he  inf  of  circulation  were  sufficient  for  this  country  in 
1860,  the  same  ratio  ought  to  he  sufficient  now,  for  the  reason  that 
population  and  wealth  increase  faster  than  should  circulation.  Every 
year  witnesses  new  modes  of  economizing  circulation.  Bills  of  ex¬ 
change,  checks,  deposits,  clearing-houses,  telegraphs,  railroads,  and 
many  other  economizing  devices  and  substitutes  continually  tend  to 
lessen  the  work  which  circulation  has  to  perform.  The  statistics  of 
England  are  a  most  remarkable  proof  of  this. 

In  1837,  the  circulation  of  the  banks  of  the  United  States  was 
$149,000,000 ;  in  1861,  it  was  $202,000,000,  being  an  increase  of  35  per 
cent.  By  comparing  this  with  the  increase  of  wealth  and  population 
from  1840  to  1860,  it  will  be  seen  that  the  increase  of  our  population 
was  82  per  cent.,  and  of  our  wealth  330  per  cent. ;  the  one  being  more 
than  twice  as  great  as  the  increase  of  circulation,  and  the  other 
nearly  ten  times  as  great;  showing  by  the  experience  of  our  own 
country,  as  well  as  that  of  England,  that  circulation  does  not  need 
to  keep  pace  with  population  or  wealth.  We  often  hear  it  remarked 
that  before  the  war  the  country  was  flooded  with  state-bank  notes 
of  all  kinds  ;  yet  the  highest  amount  ever  reached  was  in  1857,  when 
it  was  $215,000,000,  and  even  that  amount  caused  an  excessive  ex¬ 
pansion  of  credits,  which  found  relief  in  a  financial  crash. 


DO  WE  WANT  MONEY  OR  COUNTERS? 

If  a  bushel  of  wheat  be  to-day  worth  one  dollar,  and  to-morrow 
you  double  the  volume  of  paper  notes  in  circulation,  the  bushel  of 
wheat  will  bring  two  dollars  in  such  currency ;  but  your  doubled 
depreciated  circulation  does  no  more  business  than  half  its  quantity 
did  before. 

A  recent  writer  on  political  economy  put  this  in  the  following  lucid 
form : — 

“  Ten  persons  were  at  play.  For  greater  ease  they  had  adopted  a  plan  of  each  tak¬ 
ing  ten  counters,  and  against  these  they  had  placed  a  hundred  francs  under  a  candle¬ 
stick,  so  that  each  counter  corresponded  to  ten  francs.  After  a  game  the  winnings 
were  adjusted,  and  the  players  drew  from  the  candlestick  as  many  ten  francs  as 
would  represent  the  number  of  counters,  Seeing  this,  one  of  them,  a  great  arithme¬ 
tician,  perhaps,  but  an  indifferent  reasoner,  said,  ‘  Gentlemen,  experience  invariably 
teaches  me  that  at  the  end  of  the  game  I  find  myself  a  gainer  in  proportion  to  the 
number  of  my  counters;  have  you  not  observed  the  same  with  regard  to  yourselves? 
Thus,  what  is  true  of  me  must  be  true  of  each  of  you,  and  what  is  true  of  each  must 
be  true  of  all.  We  should,  therefore,  all  of  us  gain  more  at  the  end  of  the  game  if 
we  had  all  more  counters.  Now  nothing  can  be  easier;  we  have  only  to  distribute 
twice  the  number.’  ” 

This  was  done ;  but  when  the  game  was  finished  and  they  came  to 
adjust  the  winnings,  it  was  found  that  the  thousand  francs  uuder 
the  candlestick  had  not  been  miraculously  multiplied  according  to 
the  general  expectation.  They  had  to  be  divided  accordingly,  and 
the  only  result  obtained  was  this  :  every  one  had  doubled  the  num¬ 
ber  of  counters,  but  every  counter,  instead  of  representing  ten  francs, 
only  represented  five. 

Now  those  who  clamor  for  an  increase  of  note  circulation  want 
more  counters;  but  each  counter  will,  if  its  circulation  be  doubled, 
have  but  half  its  previous  purchasing  power.  It  would  be  an  easy 
matter  to  enlarge  the  volume  of  currency  so  that  it  would  take  ten 
paper  dollars  to  buy  a  bushel  of  wheat  or  one  gold  dollar,  but  no 
sane  man  will  contend  that  the  farmer  would  be  getting  any  more 
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value  for  liis  wheat  than  he  gets  to-day.  The  reckless  issue  of  vast 
quantities  of  paper  currency  which  is  irredeemable  will  soon  cause 
the  subversion  of  all  values,  and  inflict  serious  injury  on  every  busi¬ 
ness  interest  of  the  country.  Every  new  issue  diminishes  the  value, 
and  the  demand  for  still  further  issues  will  continue.  Of  course  the 
prices  for  commodities  may  not  be  affected  uniformly  or  immediately, 
but  it  is  only  a  matter  of  time. 

THE  “GROWING  up”  THEORY. 

It  is  claimed  by  some  that  the  increase  of  population  and  business 
will  of  itself  soon  bring  us  into  a  condition  of  specie  payments ;  but 
this  I  regard  as  a  delusion.  A  geological  period  will  be  insufficient 
to  achieve  this  result  so  long  as  we  pursue,  as  now,  a  system  that 
effectually  banishes  the  precious  metals  from  among  us.  So  long  as 
the  government  furnishes  a  forced  irredeemable  currency  there  can 
be  no  stability  or  certainty  as  to  its  volume  or  its  value,  and  the 
pressure  now  being  brought  to  bear  on  Congress  for  further  issues  of 
depreciated  paper  compels  me  to  avow  myself  a  recent  and  somewhat 
reluctant  convert  to  the  doctrine  that  the  sooner  the  government  can 
be  wholly  divorced  from  the  business  of  issuing  a  forced  paper  circu¬ 
lation  the  better  it  will  be  for  our  country.  The  United  States  notes 
have  effectually  blocked  the  way  to  the  coin  standard,  and  still  do  so. 

HISTORICAL  EXAMPLES. — FRANCE. 

I  am  aware  that  examples  and  illustrations  drawn  from  the  finan¬ 
cial  experiences  of  other  countries  are  deemed  by  some  to  be  inappli¬ 
cable  to  us,  and  therefore  undeserving  of  consideration.  For  myself, 
I  think  it  is  well  to  utilize  the  dearly  bought  experience  of  others, 
and  to  those  who  think  it  does  not  become  us  to  look  to  other  coun¬ 
tries  I  have  to  say  that  the  laws  of  trade,  of  supply  and  demand,  of 
money  and  of  currency,  are  as  fixed  and  immutable  and  of  as  univer¬ 
sal  application  as  are  the  laws  of  gravitation. 

The  French  government  gave  power  to  issue  an  inconvertible  paper 
currency  to  Law’s  Bank  in  February,  1720 ;  by  the  beginning-  of  May 
they  had  issued  notes  of  the  nominal  value  of  about  $6,000,000,000, 
and  one  hundred  livres  in  paper  were  worth  about  one  in  silver.  In 
1790  the  French  government  itself  assumed  such  power,  and  author¬ 
ized  the  issue  of  $80,000,000  of  assignats  based  on  the  security’  of  the 
public  domains,  estimated  to  be  worth  $1,500,000,000.  In  September 
of  the  same  year  further  issues  to  the  amount  of  $160,000,000  were 
authorized.  France  was  then  a  perfect  paradise  for  inflationists  ;  the 
country  was  on  the  high-road  to  prosperity  ;  everybody  was  to  have 
all  the  money  he  wanted.  Talleyrand  and  a  few  other  leaders  op¬ 
posed  those  issues  as  certain  to  cause  depreciation  ;  but  Mirabeau 
and  others  ridiculed  the  idea  of  their  becoming  depreciated  ;  for  were 
they  not  based  on  land,  and  what  more  secure  and  solid  as  a  founda¬ 
tion  for  currencv  could  there  be  than  land.  And  besides,  it  was  not 
possible  to  set  afloat  more  than  the  business  wants  of  the  nation 
would  absorb. 

Said  Mirabeau  : — 

“  It  is  rain  to  assimilate  assignats  secured  on  the  solid  basis  of  these  domains  to 
an  ordinary  paper  currency  possessing  a  forced  circulation.  They  represent  real 
property,  the  most  secure  of  all  possessions,  the  land  on  which  we  tread.  Why  is  a 
metallic  circulation  solid?  Because  it  is  based  on  subjects  of  real  and  durable  value 
as  is  the  land  which  is  directly  or  indirectly  the  source  of  all  wealth.  Paper  money 
we  are  told  will  become  superabundant;  it  will  drive  the  metallic  out  of  circulation > 
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Of  what  paper  do  you  speak?  If  of  paper  without  a  solid  basis,  undoubtedly;  if  of 
one  based  on  the  firm  foundation  of  landed  property,  never.  There  cannot  be  a 
greater  error  than  the  terrors  so  generally  prevalent  as  to  the  overissue  of  assignats. 
It  is  thus  alone  you  will  pay  your  debts,  pay  your  troops,  advance  the  revolution. 
Reabsorbed  progressively  in  the  purchase  of  the  national  domains,  this  paper  money 
can  never  become  redundant  any  more  than  the  humidity  of  the  atmosphere  can 
become  excessive  which  descends  in  rills,  finds  the  river,  and  is  at  length  lost  in  the 
mighty  ocean.” 

We  hear  at  the  present  time  many  speeches  similar  to  Mirabeau’s, 
and  they  appear  very  plausible,  yet  we  all  know  how  the  stern  events 
of  the  future  demolished  the  fine  rhetoric  of  Mirabeau.  Although 
these  assignats  bore  four  per  cent,  interest,  they  had  in  a  twelvemonth 
lost  one-third  their  value.  On  the  11th  of  April,  1793,  the  severest 
penalties  were  decreed  against  any  one  who  bought  or  sold  assignats 
for  any  sum  in  specie  different  from  their  nominal  value,  or  made  any 
difference  between  a  specie  price  and  a  paper  price  in  the  purchase 
or  sale  of  goods.  But  it  is  folly  to  attempt  by  legislative  enactments 
to  overrule  the  great  laws  of  trade.  In  four  months  the  assignats 
had  fallen  to  one-sixth  of  their  nominal  value ;  and  in  1796  they  had 
fallen  to  one-thousandth  part  of  their  nominal  value,  notwithstanding 
the  fact  that  they  were  secured  by  the  public  lands.  The  ruin  and 
misery  caused  by  the  issue  of  these  assignats  you  all  know.  At  length, 
in  July,  1796,  the  great  paper  fabric  was  wiped  out  with  one  stroke. 
Immense  hoards  of  specie  came  forth  from  their  hiding  places;  the 
exchanges  turned  in  favor  of  France,  and  during  all  the  Napoleonic 
wars  the  specie  standard  was  maintained  at  its  full  value. 

ENGLISH  EXPERIENCE. 

At  the  beginning  of  the  present  century  the  Bank  of  England  was 
led,  to  a  limited  extent,  into  the  same  mistake.  In  1797  there  was 
a  hue-and-cry,  similar  to  what  we  hear  at  the  present  time  in  this 
country,  that  the  circulation  was  not  sufficient  for  the  business  wants 
of  the  community,  and  should  be  increased.  On  March  16th,  1797, 
the  merchants  of  London  held  a  meeting  and  resolved — 

“  That  it  is  the  opinion  of  this  meeting  that  the  accommodation  afforded  to  the  trade 
of  the  king’dom  by  the  Bank  of  England,  in  discount  of  bills  and  notes,  has  been 
found  very  inadequate  to  the  present  extended  commerce  of  the  country;  that  it  is 
the  opinion  of  this  meeting  that  without  an  extension  of  the  circulating  medium  of 
the  kingdom  by  the  discount  of  mercantile  bills  and  notes,  the  general  commerce  of 
the  country  will  be  exposed  to  the  most  serious,  immediate  and  alarming  evils.” 

Lord  King  and  others  of  the  ablest  financiers  of  England  showed 
the  fallacy  of  this  assumption  of  the  merchants,  that  the  amount  of 
currency  should  be  increased  with  the  increased  demand  for  dis¬ 
counts  ;  the  bank,  however,  enlarged  its  isssues,  and  its  paper  became 
depreciated.  The  depreciation  was  greatest  from  1809  to  1815.  In 

1814  and  1815  there  was  a  great  diminution  of  bank  paper.  In  that 
period  many  country  banks  became  bankrupt,  or  at  least  stopped 
payment,  and  it  is  estimated  by  the  best  authorities,  that  in  1814, 

1815  and  1816  the  currency  was  contracted  at  least  $100,000,000. 
This  decrease  of  the  paper  currency  rendered  the  resumption  of 
specie  payments  in  1819  possible. 

The  financial  history  both  of  England  and  of  this  country  would 
seem  to  show  that  the  rate  of  interest  is  apt  to  be  highest  when  the 
circulation  is  the  largest.  An  increase  of  circulation  tends  to  raise 
prices,  and  a  rise  in  prices  encourages  speculation  and  stimulates 
borrowing,  which  tend  to  raise  the  rate  of  interest  rather  than  to 
lower  it.  Those,  then,  who  think  that  an  increase  of  currency  would 
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enable  them  to  borrow  money  at  lower  rates  are,  I  believe,  greatly 
mistaken. 

We  are  sometimes  told  that  we  cannot  get  our  currency  back  to  an 
equality  with  coin  till  the  balance  of  trade  be  in  our  favor,  and  by 
that  is  meant  that  the  custom-house  reports  must  show  an  excess  of 
exports  over  imports.  If  there  be  a  nation  in  the  world  which  may 
safely  be  said  to  have  made  money  out  of  its  foreign  trade  and  had  a 
balance  in  its  favor,  that  nation  is  England.  Yet,  taking  the  pub¬ 
lished  statistics  of  her  trade,  and  the  balance-of-trade  doctrine  would 
show  that  she  had  been  losing  money  at  a  fearful  rate  by  her  com¬ 
merce  ;  and  the  wonder  is  that  the  nation  was  not  bankrupt  long  ago, 
or  at  least  that  her  foreign  trade  was  not  long  since  abandoned  as  a 
losing  business.  From  these  figures  it  would  appear  that  during  the 
last  five  years  the  imports  of  Great  Britain  have  exceeded  her  ex¬ 
ports  in  the  enormous  sum  of  £500,000,000,  or  nearly  $2,500,000,000, 
being  more  than  the  amount  of  our  entire  national  debt.  I  think 
this  alone  would  show  the  absurdity  of  the  balance-of-trade  theory 
as  it  is  usually  applied,  and  be  a  sufficient  answer  to  those  who  assert 
that  we  cannot  maintain  currency  at  par  with  specie  till  our  exports 
exceed  our  imports.  The  fact  that  the  imports  of  Great  Britain  have 
largely  exceeded  her  exports  shows  that  she  has  been  carrying  on  a 
profitable  foreign  trade,  and  that  she  brings  more  value  to  her  shores 
than  she  sends  away.  When  foreign  commerce  is  profitable,  the  re¬ 
sult  must  always  be  such. 

THE  NATIONAL  BANKS. 

The  present  capital  stock  of  the  national  banks  is  about  five  hun¬ 
dred  millions ;  and  their  circulation,  as  before  stated,  three  hundred 
and  fifty-four  millions.  If  this  bill  becomes  a  law,  there  is  no  reason 
why  the  existing  banks,  on  their  present  capital,  may  not  issue  one 
hundred  millions  additional  circulation  ;  and  they  will  be  very  likely 
to  do  so  if  they  see,  as  I  think  they  will,  profit  in  it.  If  as  a  basis 
of  the  calculation  we  put  government  bonds  and  coin  at  the  present 
market  price,  and  the*  use  of  money  at  seven  per  cent.,  the  net  profit 
on  circulation  under  this  bill  will  be  two  and  three-quarters  per 
cent. ;  being  about  one  per  cent,  more  than  it  has  hitherto  been. 

In  truth,  there  has  not  been,  and  cannot  be,  any  effective  redemp¬ 
tion  of  bank-notes  in  the  present  condition  of  the  currency,  because 
there  is  neither  object  nor  motive  to  prompt  it.  What  does  this  so- 
called  redemption  of  bank-notes  mean,  and  what  does  it  amount  to  ? 
It  means  the  swapping  of  one  kind  of  irredeemable  paper  for 
another  kind,  of  no  higher  value ;  for  the  United  States  note,  as  a 
representative  of  value,  is  inferior  to  the  bank-note,  and  is  superior 
in  one  respect  only,  by  the  force  of  arbitrary  law,  and  it  amounts  to 
nothing ;  for  the  holder  of  a  bank-note,  after  he  has  taken  the 
trouble  to  exchange  it  for  a  United  States  note,  is  no  nearer  coin 
value  than  he  was  before.  It  is  a  misnomer  to  call  this  redemption, 
aud  the  operation  is  a  farce,  the  performance  of  which  the  business 
community  and  the  public,  will,  as  now,  regard  with  utter  indiffer¬ 
ence. 

I  am  aware  that  as  to  the  New  York  City  banks  there  are  certain 
brief  periods  every  year  when  they  would  prefer  to  have  bank-notes 
replaced  by  United  States  notes  ;  but  this  is  to  a  limited  extent,  and 
is  felt  nowhere  out  of  that  city,  and  the  banks  there  have  the 
remedy  in  their  own  hands,  if  they  choose  to  use  it. 

If  the  friends  of  this  measure  are  willing  to  put  it  beyond  ques- 


tion  that  no  further  inflation  can  occur  if  it  is  passed,  this  can  easily 
be  done  by  an  amendment  to  the  effect  that,  as  fast  as  additional 
bank-notes  are  issued  beyond  the  present  authorized  limit,  the  Sec¬ 
retary  of  the  Treasury  shall,  pari  passu ,  retire  and  cancel  legal-ten¬ 
der  notes  until  the  coin  standard  is  reached.  With  such  an  amend¬ 
ment  the  chief  objections  to  the  measure  would  be  obviated. 

Congress  is  absolutely  powerless  to  fix  the  amount  of  circulating 
medium  the  country  requires,  and  ought  to  have.  It  is  simply  the 
right  and  duty  of  Congress  to  carry  us  back  to  the  coin  standard  ; 
and,  this  done,  the  laws  of  trade,  to  which  I  have  before  referred, 
will  then  govern  with  unerring  accuracy  the  volume  of  the  circula¬ 
tion,  both  of  paper  and  coin. 

REDISTRIBUTION  OF  BANKING  CIRCULATION. 

I  am  aware  that  some  delay  has  occurred  in  executing  the  law  of 
12th  of  January,  1870,  for  the  more  equitable  distribution  of  the  cur¬ 
rency,  by  which  law  twenty-five  millions  of  circulation  were  to  be 
withdrawn  from  certain  Eastern  banks  and  distributed  to  Western 
and  Southern  States  entitled  to  it,  and  that  in  consequence,  honorable 
members  from  such  States  may  feel  under  some  degree  of  constraint 
to  vote  for  this  so-called  free  banking,  in  order  to  obtain  relief.  To 
such  I  would  say  that  the  present  Congress  will  no  doubt  remove  any 
technical  difficulty  that  has  hitherto  stood  in  the  way  of  the  prompt 
execution  of  the  law  in  question,  and  thus  place  twenty-five  millious 
of  circulation  within  the  reach  of  the  States,  West  and  South,  now 
deficient  in  their  apportionment. 

If  the  West  and  South  have  the  means  to  establish  more  banks, 
and  desire  to  do  so,  the  opportunity  cannot  under  the  existing  un¬ 
equal  distribution  of  bank  capital  and  circulation,  be  fairly  denied 
them.  A  bank  properly  conducted  is  a  convenient  and  useful  institu¬ 
tion  ;  it  cannot,  however,  make  wealth  prevail  where  poverty  does 
now,  any  more  than  it  can  put  money  in  the  pockets  of  those  who  have 
nothing  wherewith  to  buy  it ;  neither  can  a  bank  localize  the  use  oi 
its  circulation. 

If  all  the  national  banks  were  located  in  a  single  State,  it  does  not 
necessarily  follow  that  the  average  circulation  per  capita  actually  in 
use  by  the  people  of  that  State  would  be  greater,  or  even  as  great, 
as  that  in  use  in  other  States  unblessed  by  the  existence  of  a  single 
bank  of  issue. 

The  proper  business  of  a  bank  is  to  facilitate  the  marketing  of  the 
products  of  the  soil ;  to  lend  aid  to  the  manufacturer  in  transforming 
raw  into  manufactured  material,  and  to  the  merchant  in  distributing 
the  goods  so  manufactured.  If  a  bank  uses  its  loanable  means  for 
purposes  other  than  these,  its  business  is  illegitimate,  unsafe  for  it¬ 
self,  and  useless  to  the  public. 


